¥ 
wt 


PUBLIC LIBRARY 
APR 2 8 1925 


f 


4 DETROIT. 
BULLETIN- 
‘ OF THE 
AMERICAN INSTITUTE OF ACCOUNTANTS 
%, 135 CEDAR STREET, NEW YORK, N. Y. 


$1.00 PER ANNUM 
15 CENTS A COPY 


APRIL 18, 1925 


SERIES B, No. 12 


Council Meeting 


The regular spring meeting of the coun- 
cil of the American Institute of Account- 
ants was held at the New Washington 
Hotel, Washington, D. C., April 13, 1925. 
Reports of committees were presented and 
important discussions took place. The prin- 
cipal acts of the meeting will be recorded 
in the bulletin to be issued May 15th. 
Chairmen of all committees were invited 
by the president to attend the meeting. 
There was a large attendance of council 
members. 


Edward L. Suffern 


As this bulletin goes to press advice is 
received of the death of Edward L. Suf- 
fern, one of the foremost accountants in 
the United States. Mr. Suffern was presi- 
dent of the American Association of 
Public Accountants from 1910 to 1912. 
He had also been president of the New 
York State Society of Certified Public 
Accountants. Further reference to the 
death of Mr. Suffern must be deferred 
for publication in The Journal of Ac- 
countancy. 


Grading Internal Revenue Agents 


The following letter received from J. 
G. Bright, deputy commissioner of internal 
revenue, is published by permission of the 
writer. Allegations to the effect that field 
agents of the income-tax department were 
graded by the amount of taxes assessed 


Dallas 


The committee in charge of arrangements 
for the regional meeting to be held at Dal- 
las, Texas, May 7th, 8th and 9th is now 


1 


were brought to the attention of the de- 
partment and information was requested. 
The letter is in response to this inquiry: 


TREASURY DEPARTMENT 
Washington 


March 7, 1925 
Mr. A. P. Richardson, 
Secretary, American Institute of Accountants, 
135 Cedar Street, 
New York, N. Y. 
Dear Sir: 

Receipt is acknowledged of your letter of Febru- 
ary 20, 1925, addressed to the commissioner of in- 
ternal revenue which has been referred to this office 
for consideration and reply. 

You ask that information be furnished you con- 
cerning the assertion that it is the custom of the 
income-tax department to grade its field agents 
according to the amount of taxes which they 
assess. 

In response to your inquiry you are advised 
that the statement that has been made as above 
quoted has no foundation in fact. An official order 
was issued to the entire field service under date 
of May 11, 1921, and has been renewed from time 
to time since that date, to the effect that the 
amount of additional tax which may result from 
a field verification of income-tax returns bears no 
relation to the efficiency of the examining officer. 
The elements that establish the efficiency of a field 
officer of the income-tax unit are the quantity and 
quality of his work, the number of tax years ex- 
amined within a given period, his willingness, studi- 
ousness and efforts to advance professionally. 

Your cooperation in stating the bureau’s policy 
as herein set forth in response to inquiries that you 
may receive upon the subject will be greatly ap- 
preciated. 


Very truly yours, 
J. G. BRIGHT, 
Deputy Commissioner. 


REGIONAL MEETINGS 


perfecting the programme. The commit- 
tee reports that there are indications of 
large attendance from all parts of the Mis- 
sissippi Valley. Officers of the Institute 
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will be present and there will be discussions 
of the principal activities of the Institute 
as well as consideration of many technical 
subjects. The committee is inviting repre- 
sentative bankers and business men to at- 
tend the meeting. Full information may 
be obtained from Loyd B. Smith, Praetori- 
an building, Dallas. 


Cincinnati 


A regional meeting of the Institute will 
be held at Cincinnati, May 23rd. The com- 
mittee on arrangements consists of the fol- 
lowing: R. J. Beaman, A. H. Brendel, 
J. D. Cherrington, J. D. Cloud, F. W. 
Fuller, C. A. Gano, R. H. Gravett, A. H. 
Klehfoth, George R. Lamb, E. A. Roden, 


H. W. Weiss and L. H. Willig. A sub- 
committee consisting of Messrs. Gano, 
Lamb and Gravett has been appointed to 
plan the programme. The special commit- 
tee on public affairs of the Institute is 
cooperating with the sub-committee in the 
preparation of the programme. Following 
the precedent which has been established at 
recent regional meetings, the meeting at 
Cincinnati will be largely devoted to the 
consideration of one subject, which on this 
occasion will be credit frauds. This sub- 
ject is peculiarly appropriate in view of the 
fact that the bureau of public affairs of 
the American Institute of Accountants has 
just issued letter-bulletin No. 3 dealing with 
this question. 


INSTITUTE CHAPTERS 


Northern Ohio 


A dinner meeting of the Northern Ohio 
chapter of the American Institute of Ac- 
countants was held April 11th at the Cleve- 
land Athletic club, Cleveland. A. G. Potter 
addressed the meeting on the subject of the 
natural year as opposed to the calendar year 
for fiscal purposes. Cleaveland R. Cross, 
an attorney, addressed the meeting on The 
Tax Situation in Ohio. In addition to 
chapter members many guests were present. 
Copies of the roster of the Northern Ohio 
membership are still available for distribu- 
tion to those who are particularly inter- 


ested. Requests should be addressed to 
Lewis Wintermute, secretary, 1519 Guar- 
dian building, Cleveland. 


Southern Ohio 


The meeting of the Southern Ohio chap- 
ter of the Institute held March 18th was 
devoted to preparations for the regional 
meeting of the Institute to be held May 
23rd, and to consideration of the questions 
of cooperation with the special committee 
on public affairs of the American Institute 
of Accountants and the possibility of hold- 
ing an income-tax institute. 


BOARD OF EXAMINERS 


The May examinations of the American 
Institute of Accountants will be held on the 
14th and 15th days of the month. Reports 
from state boards cooperating with the In- 
stitute indicate that there will be a large 
number of candidates for C. P. A. regis- 
tration. The number of applications for 
admission to the Institute is larger than 
usual. Written and oral examinations are 
being arranged for several parts of the 
country. 


The board of examiners recommended 
to the council at its meeting on April 13th 
the admission of fifteen members and six- 
teen associates. It recommended also the 
advancement of eight associates to full 
membership. The names of those recom- 
mended accompany this bulletin as it goes 
to the membership of the Institute. The 
applicants mentioned in the list having been 
favorably considered by the council will 
be admitted to membership unless protest 
is made by May Ist. 


COMMITTEE ACTIVITIES 


Other Organizations 


The special committee appointed by the 
president of the American Institute of Ac- 
countants, pursuant to a resolution of the 


council, to consider questions relative to 
the relationships which exist or may exist 
between the Institute and other societies 
of accountants, held a conference with a 
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similar committee of the American Society 
of Certified Public Accountants in New 
York, March 18, 1925. There were pre- 
sent, representing the Institute, J. B. Niven, 
president, Harold B. Atkins, F. H. Hurd- 
man, J. E. Masters and Carl H. Nau; and 
representing the American Society of Cer- 
tified Public Accountants, E. L. Pride, 
president, A. S. Banks, H. A. Dunn, J. 
S. M. Goodloe, F. W. Main and D. W. 
Springer. The joint committee adjourned 
to meet again at a later date and is not in 
a position to make any report at the present 
time. The following general statement of 
proceedings and deliberations is, however, 
submitted by President Niven for informa- 
tion. 

The Institute representatives presented, 
as a basis of discussion, a memorandum 
which had been prepared by the committee, 
and Mr. Springer, on behalf of the So- 
ciety, presented a statement reviewing the 
proceedings which had led up to the pre- 
vious meeting of similar committees during 
the summer of 1924 and the proceedings of 
that meeting. He also presented two mem- 
oranda entitled “Statements of fact” and 
“Propositions” to assist in the deliberations. 

Following is the text of the memoran- 
dum prepared by the Institute commit- 
tee: 


January, 1925. 
MEMORANDUM PREPARED BY A SPECIAL 
COMMITTEE OF THE AMERICAN INSTI- 
TUTE OF ACCOUNTANTS APPOINTED 
TO CONSIDER RELATIONSHIPS BE- 
TWEEN ACCOUNTING ORGANIZATIONS. 

The special committee, appointed by 
the president of the American Institute 
of Accountants pursuant to a resolution 
of the council to consider questions rela- 
tive to the relationships which exist or 
may exist between the Institute and other 
societies of accountants, has given care- 
ful thought to the matters before it and 
believes that it would be well to prepare 
in brief a summary of what the commit- 
tee conceives to be fundamental princi- 
ples accompanied by some _ historical 
data. 

There has been an unfortunate preva- 
lence of misconception in regard to the 
aims and accomplishments of the Insti- 
tute. It is not the purpose of this com- 
mittee to analyze the reasons which may 


be responsible for such misunderstand- 
ings. The committee believes that its 
function is a study of facts without spe- 
cial reference to erroneous opinions from 
whatever cause arising. 

At the outset, the committee deems it 
desirable to direct attention to certain 
developments in accountancy with which 
the Institute has been concerned. In this 
category are included items which have 
been the most commonly misunderstood 
and not those vital and far-reaching ac- 
tivities of the Institute concerning which 
there is practically unanimous approval. 
For example, the committee does not 
consider it necessary to rehearse such 
accomplishments as the bureau of in- 
formation, conducted in conjunction with 
the Institute’s library, nor the bureau of 
public affairs. These and many other 
matters are not controversial. The sub- 
jects to which the committee believes 
that it should refer briefly are: 


1. The relationship of the Institute to 

other organizations of accountants. 

2. The Institute’s attitude toward the 

certified public accountant certifi- 
cate. 

3. Cooperative efforts of the board of 

examiners of the Institute with 
¥ state boards of accountancy. 
1—THE RELATIONSHIP OF THE INSTITUTE 

TO OTHER ORGANIZATIONS OF AC- 

COUNTANTS. 

When the American Institute of Ac- 
countants was founded in 19165 it suc- 
ceeded the American Association of Pub- 
lic Accountants which had become an 
organization consisting for the most part 
of members of state societies. Harmoni- 
ous relations existed between the na- 
tional organization and the state soci- 
eties and the change of form of the na- 
tional body was not due to any differ- 
ences between it and state groups. The 
principal reason for the change was the 
fact that many state societies were 
largely inoperative and require- 
ments for admission to state societies 


were undesirably lacking in uniformity. 
Furthermore, there was the difficulty of 
enforcing a code of ethics or even ele- 
mentary rules of conduct when member- 
ship in the national organization was in- 


direct through local societies. Accord- 
ingly, the American Institute of Ac- 
countants was founded with the provi- 
sions that all membership should be di- 
rect and that all admissions after the 
original transfer of members from the 
American Association of Public Account- 
ants should depend upon the passage of 
an examination conducted by the Insti- 
tute itself and the satisfaction of pre- 
liminary requirements such as proper ed- 
ucation, length of professional experi- 
ence, personal reputation, etc. 

In 1922 the Institute resolved that the 
board of examiners should be authorized 
in its discretion to extend recognition to 
the possessors of certain American and 
foreign professional qualifications such 
as certified public accountant certificates 
and membership in some of the British 
societies. The sentiment of the Institute 
toward other societies has always been 
cordial and the most amicable relation- 
ships now exist with the principal state 
societies and with many foreign bodies. 

The Institute is the premier national 
organization of the profession, but there 
are many members, perhaps a majority, 
who feel that there may be room for so- 
cieties and other organizations having no 
special professional requirements for ad- 
mission, to embrace the number of ac- 
countants who have not yet reached the 
standard demanded by the Institute. If 
such an organization has been or may be 
at any time created, founded upon prin- 
ciples of benefit to the profession, ani- 
mated by a desire to codperate in all that 
makes for the progress of accountancy 
and in itself desirous to establish firm and 
friendly relationship with the Institute 
such an organization should be encour- 
aged and assisted in every proper way. 

Quite obviously the high standards of 
the Institute—and in passing it seems 
worthy of note that many members of 
the Institute are in favor of even higher 
standards for this body— preclude the 
possibility of admitting men and women 
whose experience, education or ability 
is not equal to the Institute’s demands, 
and if there be a large body of such ac- 
countants the Institute would be the last 
to deny the need for another organization 
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in which the standards would be less 
exacting. 

It has been suggested that the Insti- 
tute lower its standards or, alternatively, 
that it provide for a larger body by the 
creation of additional classes of member- 
ship. 

But the public does not differentiate 
and would not do so between the various 
classes of an organization. For example, 
it is unlikely that the average business 
man would draw any line between the 
associate and the member of the Insti- 
tute. To the business man all who are 
associated with the Institute are on an 
equal footing. The effect of establishing 
any lower class of membership would 
therefore be to lower the public estima- 
tion of the significance of membership. 

The present requirements for admis- 
sion to associate membership are as a 
matter of fact quite liberal. Under the 
provisions of the constitution and the 
rules of the board of examiners any prac- 
tising accountant who has had two years’ 
professional experience, if he be a certi- 
fied public accountant of a state having 
acceptable standards and has received 
such certificate as a result of examina- 
tion, may be admitted to the Institute 
without further examination. If such 
an accountant be a member of a foreign 
society recognized by the board of ex- 
aminers of the Institute and has obtained 
his membership by virtue of examination 
he also may be admitted to the Institute 
without further examination. The board 
of examiners exercises its discretion in 
each individual case, but no obstacle to 
the admission of desirable members is 
likely to be encountered. Furthermore, 
a man or woman possessing a certificate 
of graduation from a school of recognized 
standing, granting a collegiate degree, is 
given credit for having two years of pub- 
lic accounting experience. These pro- 
visions make it possible to admit to the 
associate class the great majority of men 
and women who are actually engaged in 
accounting but have not yet had five 
years’ experience demanded in the case 
of members. It is important that the 


facility of admission to the Institute as 
an associate should be emphasized. The 
committee believes that many of the 
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present members have failed to grasp 
the extremely liberal provisions which 
in effect provide for the admission of 
every certified public accountant who has 
passed a proper examination and has 
been in practice long enough to demon- 
strate his ability. 

This committee believes that there may 
be other organizations with constructive 
and definite programmes of real value 
which should be encouraged. There are, 
however, some organizations with which 
the Institute is entirely out of sympathy. 
For example, the so-called Institute of 
Chartered Accountants of California 
does not seem to this committee to be 
worthy of inclusion among organizations 
recognized by the Institute. 

The National Association of Certified 
Public Accountants is another case in 
point; and here it may be well to give 
certain salient facts for information: 

The National Association of Certified 
Public Accountants was incorporated in 
the District of Columbia June 6, 1921, 
and immediately became active in en- 
deavoring to secure members to whom 
so-called C. P. A. certificates were 
issued. Matters had reached such a 
point at the beginning of September 
that on the second of that month the 
executive committee resolved that the 
committee on state legislation should be 
requested to make investigation and re- 
port with recommendations to the ex- 
ecutive committee prior to the meeting 
of September 19, 1921. The committee 
on state legislation was authorized at 
the same time to consult with the Insti- 
tute’s counsel. The matter was accord- 
ingly referred to Cravath, Henderson, 
Leffingwell and deGersdorf, at that time 
counsel for the Institute. Upon receipt 
of opinion from this counsel it was re- 
solved at a meeting of the executive 
committee on October 3rd that Judge J. 
Harry Covington should be asked to ex- 
press an opinion as to the proper action 
to be taken. 

Judge Covington wrote asking for evi- 
dence which could be used in prosecuting 
the National Association of Certified 
Public Accountants. The executive com- 
mittee authorized the committee on state 
legislation to obtain such information, 


to employ a detective, if necessary, and 
to supply the information to Judge 
Covington. 

On December 1, 1921, the secretary of 
the New York State Society of Certified 
Public Accountants wrote to the Insti- 
tute offering the assistance of the New 
York State Society in the Institute’s ef- 
forts to prevent illegal issuance of C. P. 
A. certificates by the National Associa- 
tion of Certified Public Accountants. 

Evidence was collected under the di- 
rection of the counsel for the Institute, 
J. Harry Covington, and a suit in equity 
was instituted by the United States of 
America, plaintiff, against the National 
Association of Certified Public Account- 
ants, a corporation, defendant. 

As an illustration of the activity of the 
Institute in the matter it may be men- 
tioned that some of the evidence was ob- 
tained by an employee of the Institute 
as early as July 18, 1921. 

The plaintiff in the case sought a pre- 
liminary injunction restraining the Na- 
tional Association from issuing C. P. A. 
certificates. A brief in the case was 
prepared by J. Harry Covington and pre- 
sented to the United States attorney 
for the District of Columbia. 

The injunction was granted by Justice 
Hoehling on June 12, 1922, and made 
permanent after appeal to the court of 
appeals of the District of Columbia July 
18, 1922. 

According to a statement issued on 
November 19, 1921, it appears that on 
November 15, 1921, two groups of ac- 
countants calling themselves the Ameri- 
can Society of Certified Public Account- 
ants and the Federation of Certified Pub- 
lic Accountants resolved to have a joint 
meeting at which an organization might 
be perfected. This organization meeting 
was held on December 12th at Chicago 
and the American Society of Certified 
Public Accountants was then organized. 
2—THE INSTITUTE’S ATTITUDE TOWARD 

THE CERTIFIED PUBLIC ACCOUNTANT 
CERTIFICATE. 

In 1916, the year of the foundation of 
the Institute, the standards of the several 
states having certified public accountant 
laws were sadly at variance. There were 
states which seemed utterly lacking in a 
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sense of professional matters and certi- 
ficates were issued by waiver or even by 
virtue of a perfunctory or not impartial 
examination. The whole certified pub- 
lic accountant structure was in danger 
of crumbling because of its many weak- 
nesses. This truth was recognized by 
the Institute and as soon as the board 
of examiners had begun to function it 
was resolved to offer to state boards the 
use of the Institute’s examinations under 
a plan of cooperation with which all 
members are familiar. As a result, within 
a few years the number of states codper- 
ating passed far beyond a mere major- 
ity. Many of those states which have 
adopted the plan were originally the 
weakest in law or administration or both. 
By virtue of the cooperative plan these 
originally weak states have been placed 
in the forefront and their standards raised 
to the level of the best. There is no 
doubt that this assistance rendered by the 
Institute has been the means of saving 
the certified public accountant certificate 
from disrepute and disregard. 

The Institute like its predecessor has 
always maintained a committee on state 
legislation which has been active and 
helpful in regard to new legislation and 
to amendments of existing laws. Most 
of the laws in the country are founded 
upon the model devised by the Ameri- 
can Association of Public Accountants 
and subsequently approved in « slightly 
amended form by the American Institute 
of Accountants. 

The campaign of misrepresentation 
conducted during the past year relative 
to the action of the Institute’s officers 
in regard to the rules of the board of tax 
appeals was definitely laid to rest by the 
action of the Institute at its meeting of 
September, 1924, at which there was 
unanimous approval of what had been 
done. It may not be amiss, however, 
simply to say that in suggesting amend- 
ments to the rules of the board of tax 
appeals the Institute’s officers were care- 
ful to avoid anything like adverse criti- 
cism and specifically endorsed the atti- 
tude of the board of tax appeals in ex- 
tending recognition to all certified pub- 
lic accountants. The Institute’s officers 
merely added that it seemed desirable 


to include another clause providing that 

those members of the Institute who had 

not been certified should be admitted to 

practice upon proof of professional qual- 

ifications. 

3—COOPERATIVE EFFORTS OF THE BOARD 
OF EXAMINERS OF THE INSTITUTE 
WITH STATE BOARDS OF ACCOUNT- 
ANCY. 

The plan of codperation to which ref- 
erence already has been made is an offer 
to state boards of the use of the Insti- 
tute’s examinations with the services of 
its examiners in the grading of papers. 
The whole matter is entirely voluntary 
with the state boards and terminable at 
any time. The Institute specifically dis- 
claims even a thought of interference 
with the sovereign prerogatives of state 
authorities. In effect the Institute says: 
“We have prepared what we believe to 
be a fair and just examination which we 
expect applicants for admission to the 
Institute to pass. We believe that this 
examination might appeal to your state 
board and if you care to have us supply 
questions for the use of your board we 
shall be glad to do so upon a basis of 
actual cost. We will grade the papers 
of your candidates and report to you the 
result of our investigations in a general 
way. We shall indicate merely the sub- 
ject in which each candidate failed or 
passed. If you care to accept these 
grades as final, of course, that is entirely 
within your power, or if you desire to 
regrade the papers and notify your can- 
didates of your own gradings that also 
is entirely within your province. If dif- 
ferences of opinion occur between your 
board and the board of the Institute such 
differences are not an obstacle to progress 
but are rather indicative of the complete 
independence of the participants in the 
plan of cooperation.” 

This committee has given considera- 
tion to various suggestions which have 
been made in regard to plans for increas- 
ing the number of classes of membership 
of the Institute so as to obviate any ap- 
parent need for another organization. 

There is a great appeal in the sugges- 
tion that there should be one all-inclusive 
body and the committee has given much 
thought to the suggestion that there 
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should be a consolidation of all national 
accounting organizations. Alluring as 
this suggestion may be the committee 
regrets that it has been compelled to 
reach the conclusion that such fusion is 
not practicable and in many ways would 
not be desirable. The Institute is pri- 
marily an organization of selective mem- 
bership. It cannot admit everyone who 
may happen to make application based 
upon qualifications not equivalent to its 
standards. There are, and for many 
years will be, large numbers of certified 
public accountants who are not in public 
practice and many of them have never 
even demonstrated their capacity for pro- 
fessional work by an examination. To 
admit men who are not professional ac- 
countants and have not given proof of 
their ability would be to render ineffec- 
tive much that the Institute has done for 
the betterment of the profession. 

Inasmuch as the Institute is organized 

to advance the profession rather than to 
promote the interests of any practitioner 
or group of practitioners, this committee 
is unanimously of the opinion that cer- 
tain fundamental principles must be 
borne in mind: 

1. There must be no lowering of stan- 
dards for admission to the Insti- 
tute. If any change be made it 
must be upward, not downward. 

2. Enforcement of the code of ethics 
must be universal and members or 
associates who will not comply 
with the rules of conduct must be 
disciplined. 

3. The Institute must not relinquish 
its interest in the strengthening of 
the position of the certified public 
accountant certificate. If in time 
it appears feasible to relinquish 
to any other agency any of the 
functions conducted by the Insti- 
tute in its relations with state 
boards it may then be practicable 
to make some departure from the 
present conditions, but at all times 
the Institute must be vitally con- 
cerned with every legitimate pro- 
fessional designation of an _ ac- 
countant. 


_With these principles in mind the spe- 
cial committee is pleased to meet and 


discuss with representatives of any other 
organization plans which may be effec- 
tive in the establishment of cordial co- 
operation for the betterment of account- 
ancy and the maintenance of high profes- 
sional requirements. 


The conference lasted about three hours 
and the discussion resolved itself into a 
consideration of two main topics (1) the 
possibility, or otherwise, of an amalgama- 
tion of the two organizations, and (2) in 
the event of amalgamation appearing im- 
possible, the determination of points of con- 
tact with a view to cooperative efforts. 

Although the idea of one national so- 
ciety contained a strong appeal to the con- 
ferees, the unanimous opinion of the meet- 
ing seemed to be that amalgamation was 
impracticable. Each organization has a dis- 
tinct field and it did not seem likely that 
the differing purposes could be reconciled. 

It was recognized, however, that the ob- 
jects of the two organizations are similar 
in many ways, making codperation in some 
activities possible and desirable. A resolu- 
tion was therefore passed that, as a result 
of all the suggestions presented, the presi- 
dents of the two organizations be appointed 
a committee of two to consider the points 
of possible contact and prepare suggestions 
intended to increase the efficiency of both 
organizations through cooperation. 


Public Affairs 


Letter-bulletin 3 on credit frauds has 
been completed and is being printed. Copies 
will be sent within the next few days to 
members and associates together with a 
letter setting forth the plans of the com- 
mittee for distribution of the letter-bul- 
letin. 

The publication of this letter-bulletin pro- 
vides opportunities for practising public ac- 
countants to perform public service, by 
speaking on credit frauds, by arranging 
meetings and conferences to discuss this 
subject, and by publishing newspaper and 
magazine articles. 

Members and associates who are willing 
to speak on credit frauds are asked to 
notify the committee promptly. 

In addition to the distribution of this 
letter-bulletin which members and associ- 
ates of the Institute will make, the com- 


Bulletin of American Institute of Accountants 


mittee on public affairs has arranged to 
send a copy of letter-bulletin 3 to each mem- 
ber of the National Association of Credit 
Men and of the Robert Morris Associates, 
together with a copy of the new geographi- 
cal list of members and associates of the 
Institute which has just come from the 
press. 

A further distribution will be made 
through chambers of commerce, trade or- 
ganizations and the bankers and credit men 
of the country. Members and associates 
are asked to communicate. with their local 
chambers of commerce relative to placing 
copies of letter-bulletin 3 in the hands of 
their members, and for use by committees. 
Members are asked also to make personal 
calls on the bankers of their home cities 
to call letter-bulletin 3 to their attention, 
in the belief that many bankers will be 
interested in having supplies of this pub- 
lication for distribution to their clients. 

At least cue meeting should be arranged 
in every locality, in which members and as- 
sociates of the Institute are practising, for 
distribution of the material presented in 
letter-bulletin 3. Material for public ad- 
dresses and articles for use in local news- 
papers and in chamber of commerce and 
trade publications will be made available to 
members. 

The first edition of 50,000 will be fol- 
lowed immediately by a second edition of 
like size or larger. Civic organizations will 
be supplied with copies free of charge. 
Profit-making organizations will be request- 
ed to pay the actual printing cost of copies 
supplied them. 

Reports from members and associates 
during the month disclosed many outstand- 
ing public services. This phase of the 
work of the bureau of public affairs is 
growing rapidly and indicates that increas- 
ing numbers of members and associates are 
making public addresses on topics of cur- 
rent popular interest and on technical mat- 
ters, that increasing numbers of articles are 
appearing in print over the signature of 
members and associates of the Institute, and 
that a larger part in the public affairs of 
their various communities is being taken by 
members and associates. 

William P. Field, an Institute member 
of Havana, Cuba, has been elected presi- 
dent of the American chamber of com- 


merce of Cuba. He was chosen for this 
office largely as the result of the important 
part he played in bringing about the rati- 
fication by the United States senate of the 
Isle of Pines treaty, although he has for 
many years been active in public affairs 
in Havana. 

The Havana Post on March 14th quoted 
a cable sent to Havana by Cuban Ambassa- 
dor Torriente in Washington, which gave 
Mr. Field credit for the work which he 
did relative to the Isle of Pines treaty. The 
Havana Post of March 26th announced 
Mr. Field’s election to the presidency of the 
American chamber of commerce and de- 
voted considerable space to the work which 
Mr. Field did in bringing to a successful 
conclusion the campaign for the approval 
of the Isle of Pines treaty. The Havana 
Post points out that Mr. Field had some 
opposition in his work with regard to the 
treaty, and the newspaper is inclined to 
regard his election as an approval of the 
treaty matter. The committee on public 
affairs believes that the public service per- 
formed by Mr. Field and the honors that 
have come to him will be beneficial to the 
profession of accountancy and to the Insti- 
tute. Mr. Field, writing to the committee 
said: 

“T appreciate very much what your committee 
is doing. * * * Accountants should be leaders and 
as I have felt that you are doing the right thing 
to draw out members of the profession by your 
monthly reports I have, of course, taken your in- 


quiries in good part and have tried to keep you 
posted as regards myself.” 


Many state societies of certified public 
accountants and chapters of the Institute 
have given favorable consideration to the 
proposal of the committee on public affairs 
that they cooperate with the committee in 
carrying out its programme to increase the 
public service performed by public account- 
ants, and have given assurance that they 
will do so. 

The question of codperation is to be 
brought up for consideration by a number 
of other organizations. 

R. J. Bennett, secretary of the Pennsyl- 
vania Institute of Certified Public Account- 
ants, wrote to the committee as follows: 


“T am instructed by the council (of the Pennsyl- 
vania Institute) to say that the work of your com- 
mittee on public affairs is highly commended and 
fully appreciated by the Pennsylvania accountants, 
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and also that this institute will be very glad to 
cooperate with your committee in setting forth 
some dignified, suitable publicity in the common- 
wealth of Pennsylvania.” 

Suggestions from state societies and chap- 
ters as to possible methods of distributing 
copies of letter-bulletin 3 to business men 
in their territories, and for arranging meet- 
ings to discuss credit frauds and methods 
for their prevention, will be welcomed by 
this committee. 

Following the transmission by this com- 
mittee to the state societies of certified pub- 
lic accountants and chapters of the Institute 
of information concerning income-tax insti- 
tutes and conferences held in Georgia and 
in Illinois, in which certified public account- 
ants gave valuable information to bankers 
and to manufacturers, the District of Colum- 
bia Institute of Certified Public Account- 
ants has adopted a similar programme and 
will arrange for such a conference in Wash- 
ington late this year. State societies and 
chapters of the Institute which are consider- 
ing conducting conferences of this nature 
include the Connecticut Society of Certified 
Public Accountants, the Pennsylvania Insti- 
tute of Certified Public Accountants, the 
Rhode Island Society of Certified Public 
Accountants, the Tennessee Institute of Cer- 
tified Public Accountants, the Massachusetts 
Society of Certified Public Accountants, the 
Alabama Society of Certified Public Ac- 
countants, and the Texas, Southern Ohio 
and Minnesota chapters of the American 
Institute. 

In view of the announced intention of 
congress to consider amendments to the 
1924 federal income-tax law, the committee 
has expressed the belief that the subject is 
one worthy of discussion later. this year. 

The cause of commercial arbitration has 
been materially advanced during the month 
and the committee has been in close touch 
with activities in several states. 


STATE BOARDS OF 


Illinois 


As a result of the November, 1924, ex- 
aminations the univesity of Illinois has is- 


sued C. P. A. certificates to the following - 


persons: Maxwell Abbell; William Ber- 
nard Ackerman; Leslie George Agasim; 
Roy Wilfred Aikman; David Jackson An- 
derson; Matthew Harvey Barnes; William 


The committee on public affairs has been 
following closely the Rhode Island effort 
to secure a commercial arbitration measure 
and has pointed out to members and as- 
sociates of the Institute in that state that 
an opportunity is presented for them to 
perform a valuable public service by as- 
sisting in bringing about the enactment of 
a law in that state. The committee is also 
in touch with the situation in Massachusetts, 
California, West Virginia and Missouri. 


C. V. Rowe, of San Francisco, chairman 
of the California sub-committee on arbitra- 
tion, writes the committee that the California 
arbitration measure is being held up by the 
judiciary committee of the assembly of the 
California legislature. This committee re- 
fused once to report the bill out, but those 
advocating the measure are trying to secure 
a rehearing. 


President John B. Niven and a repre- 
sentative of the bureau of public affairs 
attended a conference held at the home of 
Vincent Astor, New York, March 19th, 
which was attended by nearly 300 repre- 
senatives of industries, railroads and trade 
organizations and by individuals who are 
aiding to bring about a more general use of 
commercial arbitration. The problem was 
discussed in its international, national, 
state and local phases. 


In Indiana the legislature adjourned with- 
out taking action on the arbitration measure 
which was pending before it. The Indiana 
legislature will not meet again in regular 
session before 1927. 


Nearly 1,000 pieces of publicity matter 
were sent out by the bureau of public af- 
fairs late in March and early in April an- 
nouncing the semi-annual meeting of the 
council of the Institute, with the result that 
several hundred clippings have been report- 
ed to the bureau by the clipping bureau. 


ACCOUNTANCY 


Howard Billington; Robert Alfred Bryant; 
Richard McCord Clark; Harvey Charles 
Daines; Orval W. Diehl; James Francis 
Duffy; Joseph Joyce Eehrlich; Clarence 
Webster Fackler; John William Garrett; 
William Wesley Gilkinson, Jr.; Jerome Fred 
Glasser; Willard J. Graham; Glen Lucius 
Hefner; H. Roy Joannes; Harry Joseph 
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Josephson; Philips Annis Klapman; Cletus 
Henry Lee; Samuel M. Lefstein; Sidney 
N. Levin; Alfred C. Luedeman; M. O. 
Marvin; Russell Howard Morrison; Joseph 
H. Mueller; Jacob Meyer Newberg; Harry 
Edward Oldham; Charles Osborn Pass- 
more; Per Oscar Pearson; Orion Morgan 
Perrenot; Meyer Lipman Rosenberg; Hy- 
man Albert Sayre; Lincoln George Schick; 
Michael John Schmaus; John Jerome Schu- 
neman; Arthur Sieferman; Robert Albert 
Sigman; Henry Ezmond Smith; Frank 
Phillip Sniff;  Philio Florsheim Stein; 
Howard Smith Thompson; Paul Edward 
Tillman; Oliver Otis Townend; Robert 
Manuel Vega; Raymond L. Ward; and 
Clarke I. Wilson. 


Kentucky 
The state board of accountancy of Ken- 
tucky will hold C. P. A. examinations May 
26, 27 and 28, 1925, at the capitol, Frank- 
fort, Kentucky. Applications must be filed 
on or before May 4, 1925. Further inform- 
ation regarding these examinations may be 
obtained from B. Bernstein, treasurer, Inter- 
southern building, Louisville. 
Texas 
The governor of Texas has appointed the 
following persons to the state board of pub- 
lic accountancy: V. B. Buron, J. J. Gannon, 
C. M. Grider, F. G. Rodger and L. B. 
Smith. At a meeting of the new board at 
Houston on March 30th the following offic- 
ers were elected: L. B. Smith, chairman; 
C. M. Grider, secretary. 


NEWS OF LOCAL SOCIETIES 


Georgia Society of Certified Public 
Accountants 


At a meeting of the Georgia Society of 
Certified Public Accountants held March 
28th the following resolutions relative to the 
death of Alonzo Richardson were adopted: 


Whereas, the Georgia Society of Certified Public 
Accountants has for many years been honored in 
including in its membership the late Mr. Alonzo 
Richardson who departed this life on February 26, 
1925, and 

Whereas, in this death the Georgia Society ‘has 
lost one of its leading and most useful members 
and in Mr. Richardson’s death his colleagues are 
greatly saddened, and 

Wheras, the prestige now enjoyed by the profes- 
sion of accountancy not only in Georgia but through- 
out the United States, has been enhanced by having 
in the profession such an outstanding figure as the 
lamented Alonzo Richardson, who was known far 
and wide for his splendid honesty of purpose, for 
his keenness of mind, his generosity and his real 
ability in his profession and in his loss, 

Resolved, that the Georgia Society of Certified 
Public Accountants has suffered a great loss in 
his passing and that it feels that in all of those 
elements that go to make a great accountant we 
shall not soon see his like again, 

It is further resolved, that this memorial be in- 
scribed upon the minutes of this society and that a 
copy be furnished the family of the deceased. 


Massachusetts Society of Certified 
Public Accountants 
The Massachusetts Society of Certified 


Public Accountants will celebrate its twen- 
ty-fifth anniversary of its establishment on 


Monday, April 27th. Dinner will be served 
at the Hotel Somerset. Programmes will 
be available within the next few days. Full 
information may be obtained from Charles 
F. Rittenhouse, secretary, 89 State street, 
Boston. 


Minnesota Association of Public 
Accountants 


At a meeting of the Minnesota Asso- 
ciation of Public Accountants held March 
20th final plans for organization were com- 
pleted. A. F. Wagner, member of the In- 
stitute in Minneapolis, and J. F. Ebersole, 
agent of the federal reserve bank addressed 
the meeting. At the next meeting of the 
association the officers will be elected. 


North Carolina Association of Certi- 
fied Public Accountants 


At a luncheon meeting of the directors 
of the North Carolina Association of Certi- 
fied Public Accountants held March 22nd 
at the Southern Manufacturers’ club, plans 
were made for the state convention to be 
held May 15th to 17th. 


Tennessee Institute of Accountants 


At a meeting of the Tennessee Institute 
of Accountants held March Sth the mem- 
bership was increased to more than fifty. 
The Institute numbers in its membership 
accountants in all the principal sections of 
the state. 
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STATE LEGISLATION 


Since January 1, 1925, all state legisla- 
tures with the exception of Kentucky, 
Louisiana, Maryland, Mississippi and Vir- 
ginia have met. In many states legislation 
relative to the practice of public account- 
ancy has been under consideration. New 
laws or amendments have been passed and 
approved in North Carolina, North Da- 
kota, Iowa and Tennessee. 

The Phelps-Downing bill introduced in 
New York, which was printed in the bullet- 
in of March 16th, died in committee of the 
senate. The Indiana bill was defeated. 
Other measures having a bearing upon the 
practice of accountancy are still under con- 
sideration in several states. 

The following state legislatures have ad- 
journed: Arizona, Arkansas, Idaho, In- 
diana, Iowa, Kansas, Missouri, Montana, 
Nebraska, Nevada, New Jersey, New Mex- 
ico, New York, North Carolina, North Da- 
kota, Oklahoma, Oregon, South Carolina, 
South Dakota, Texas, Utah, Vermont and 
Washington. 


Iowa 


Two bills introduced in the legislature in 
Iowa for amendment of the C. P. A. law 
were enacted. One provides that examina- 
tions shall be held anually instead of bien- 
nially. The other corrects an omission in 
the original act by specifying the date when 
appointments to the board shall be made. 


North Carolina 


The new certified public accountant law 
of North Carolina was signed by the gov- 
ernor on March 10th. The most note- 
worthy provisions of the act are the fol- 
lowing : 


SECTION 1. The term “practice of public 
accounting” as used in this act is defined as 
follows: 

A person engages in the practice of public 
accounting within the meaning and intent of 
this act who holds himself out to the public as 
a certified public accountant, or public account- 
ant, and as such offers to the public to engage 
in the occupation or practice of public ac- 
counting. 

Provided, however, that nothing in this act 
shall be construed to prohibit any person, 
firm or corporation from performing accounting 
service or any similar service who does not 
hold himself out to be a certified public ac- 
countant or public accountant, or represent 


that such service is performed as a certified 
public accountant or a public accountant. 


SECTION 6. It shall be unlawful for any 
person, firm, co-partnership or association to 
engage in the practice of public accounting 
in the state of North Carolina unless such 
person, or each of the members of such firm, 
co-partnership or association first shall have 
received from the state board of accountancy 
a certificate of qualification admitting him to 
practice as a certified public accountant. It shall 
be unlawful for any corporation to engage in 
the practice of public accounting in the state 
of North Carolina; provided, however that 
nothing herein contained shall be construed 
to prohibit the practicing of the profession 
of public accounting by any person, firm, co- 
partnership, association, or corporation who 
shall at the time of the passage of this act be 
engaged in the practice of public accounting 
and maintaining an office as a public accountant 
in the state of North Carolina, or an accountant 
who has served two years or more as a civil 
service employee of the federal government 
in the capacity of senior field auditor. 


SECTION 7. Any person, firm, co-part- 
nership, association or corporation who shall 
at the time of the passage of this act be 
engaged in the practice of public accounting 
and maintaining an office as a public account- 
ant in the state of North Carolina, may, with- 
in six months after the passage of this act, 
apply to the state board of accountancy for 
registration as a public accountant, and the 
state board of accountancy, upon the produc- 
tion of satisfactory evidence that such appli- 
cant was engaged in the practice of public ac- 
counting and maintaining an office as a pub- 
lic accountant in the state of North Carolina 
at the time of the passage of this act, shall 
register such person, firm, co-partnership, asso- 
ciation or corporation. Such registration shall 
be conclusive evidence of the right of such 
person, firm, co-partnership, association or cor- 
poration to engage in the practice of public ac- 
counting in the state of North Carolina, but 
such registration shall not be construed in any 
way as indicating that the state of North 
Carolina or the state board of accountancy has 
approved the education and professional ex- 
perience qualifications of the registrant. 


SECTION 8. It shall be unlawful for any 
person, firm, co-partnership, association or cor- 
poration, not having qualified under this act, 
to assume or use the style or title of public 
accountant, or other means of identification 
to indicate that such person, firm, co-part- 
nership, or association or corporation is en- 
gaged in the practice of public accounting in 
the state of North Carolina: provided, how- 
ever, that the inhibitions of this section shall 
not be construed to apply to any person, firm, 
co-partnership, association or corporation who 
at the time of the passage of this act was 
engaged in the practice of public accounting 
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and maintaining an office as a public account- 
ant in the state of North Carolina. 


SECTION 9. Nothing contained in this 
act shall be construed to prohibit the employ- 
ment by a certified public accountant, or by 
any person, firm, co-partnership, association or 
corporation, permitted to engage in the practice 
of public accounting in the state of North Car- 
olina, of persons, who have not received certi- 
ficates of qualification admitting them to prac- 
tice as certified public accountants, as assistant 
accountants or clerks, provided that such em- 
ployees work under the control and supervision 
of certified public accountants or public ac- 
countants, and do not certify to any one the 
accuracy or verification of audits or statements 
and provided further that such employees do 
not hold themselve sout as engaged in the prac- 
tice of public accountants. 


SECTION 10. A _ public accountant who 
holds a valid and unrevoked certificate as a 
certified public accountant, or its equivalent, 
issued under authority of any state, or the 
District of Columbia, and who resides without 
the state of North Carolina may perform work 
within the state, provided that he register with 
the state board of accountancy and comply 
with its rules regarding such registration. 


SECTION 11 (4) to hold written or oral 
examinations of applicants for certificates of 
qualification at least once a year, or oftener, 
as may be deemed necessary by the board. 

(5) To issue certificates of qualification ad- 
mitting to practice as certified public account- 
ants to each applicant, who, being the graduate 
of an accredited high school or having an 
equivalent education, shall have had at least 
two years experience or its equivalent next 
preceding the date of his application on the 
field staff of a certified public accountant or 
public accountant one of which shall have been 
as a senior or accountant in charge, and who 
shall receive the endorsement of three certified 
public accountants of any state as to his eli- 
gibility to become a certified public account- 
ant; or who, in lieu of the two years experience 
or its equivalent above mentioned, shall have 
had one year’s experience after graduating from 
a recognized school of accountancy; or an 
accountant who has served two years or more 
as a civil service employee of the federal gov- 
ernment in the capacity of senior field auditor, 
and who shall have passed a satisfactory ex- 
amination in “theory of accounts,” “practical 
accounting,” “auditing,” “commercial law” and 
other related subjects. 

(8) To require the renewal of all certificates 
of qualification annually on the first day of 
July, and to charge and collect a fee not to 
exceed five dollars for such renewal. 

10) Within sixty days after the passage of 
this act, the board shall formulate rules for the 
registration of those persons, firms, co-part- 
nerships, associations or corporations who, not 
being holders of valid and unrevoked certi- 
ficates as certified public accountants issued 
under the provisions of chapter one hundred 


and fifty-seven of the public laws of one 
thousand nine hundred and thirteen, and who, 
having at the time of the passage of this act, 
been engaged in the practice of public account- 
ing and maintaining an office as a public ac- 
countant in the state of North Carolina, shall, 
under the provisions of section seven of this 
act, apply to the board for registration as pub 
lic accountants. The board shall maintain a 
register of all persons, firms, co-partnerships, 
associations or corporations who have made 
application for such registration and have com- 
plied with the rules or registration adopted by 
the board. 


North Dakota 


The governor of North Dakota approved 
March 7, 1925, a new act regulating the 
practice of public accounting. The note- 
worthy features of the act are contained 
in the following sections: 


SECTION 8. Any citizen of the United 
States, or one who in good faith has declared 
his intention of becoming such citizen (in which 
case he may become a citizen within one year 
after the time allowed by law or the certificate 
shall be revoked by the board), being a bona 
fide citizen of North Dakota, over the age 
of twenty-one years, of good moral character, 
a graduate of a high school of recognized stand- 
ing with a four year course, or possessing an 
education fully equivalent thereto, who has had 
at least three years accounting experience, two 
of which shall have been in public practice 
on his own account or in the office of a certi- 
fied public accountant in active practice, or who 
has completed a course of not less than two 
years in accountancy in some state institution 
or some other school of recognized standing, 
and has passed a satisfactory examination (un- 
less otherwise exempt from such examination 
as herein provided), shall receive a certificate 
of his qualifications to practice as a certified 
public accountant. And it shall be unlawful 
for any person or partnership, all of the mem- 
bers of which have not received such a certi- 
ficate, or a corporation to assume such title or 
the abbreviations, C. P. A., C. A., or any other 
words, letters or abbreviations, tending to in- 
dicate that the person, firm or corporation so 
using the name is a certified public accountant 
without first having received said certificate. 
All certificates to practice as a certified account- 
ant in North Dakota heretofore issued and 
in force and effect under the existing laws of 
this state shall remain in full force unless re- 
voked in manner by this act provided. 


SECTION 9. The board may, in its dis- 
cretion, upon application in writing, waive the 
examination of and issue a certificate to any 
non-resident certified public accountant, who 
has the qualifications other than residence in 
North Dakota required by this act and the rules 
of the board, provided that such person shall 
submit to the board such evidence as to quali- 
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fications as may be required by and be satis- 
factory to the board, who for not less than 
three years has had the degree of certified pub- 
lic accountant issued by or under the authority 
of another state, provided that the standards 
prescribed by law and the rules of the board 
are, in the opinion of the board, fully equivalent 
to the standards maintained in this state. If, 
for any reason, the certificates of original issue 
be revoked or cancelled the board of account- 
ancy of this state shall forthwith revoke and 
cancel the certificate issued to such person in 
accordance with this section. 

SECTION 14. (b) Any person representing 
himself or herself to the public as having re- 
ceived a certificate as a certified public ac- 
countant, as provided in this act, or who shall 
assume to practice as a certified public ac- 
countant, without first having received such 
certificate, or if any person having received 
such certificate, shall hereafter lose the same 
by revocation, as provided for in this act, and 
shall continue to practice as a certified public 
accountant, or use such title or any other 
title mentioned in section eight (8) of this act, 
or if any person shall violate any of the pro- 
visions of this act, such persons shall be guilty 
of a misdemeanor and upon conviction thereof 
shall be punished by a fine of not less than 
fifty dollars ($50) and not exceeding three 
hundred dollars ($300) or by imprisonment for 
a period of not to exceed ninety days, or by 
both, such fine and imprisonment in the discre- 
tion of the court. 


Tennessee 


The legislature of Tennessee passed and 
the governor approved on March 26th a 
bill regulating the profession of account- 
ancy. The following extracts from the act 
are of interest: 


SECTION 1. Be it enacted by the general 
assembly of the state of Tennessee that there 
is hereby establishd a state board of account- 
ancy to consist of seven members to be ap- 
pointed by the governor, within sixty days 
after the passage of this act, as follows: Two 
public accountants from west Tennessee for 
terms of one and two years respectively; two 
public accountants from middle Tennessee for 
terms of two and three years respectively; 
two public accountants from east Tennessee for 
terms of one and three years respectively; and 
a reputable practicing attorney, who is not also 
a public accountant, to be appointed from the 
state at large for a term of three years. 

All members of the board shall be citizens 
and residents of this state and each account- 
ant who is appointed shall have been actively 
engaged in practice, either on his own account, 
or as a senior accountant upon the staff of a 
reputable practicing accountant for at least 
five years next preceding his appointment. The 
attorney serving on the board shall be qualified 
to practise before the highest courts in this 
State. 


SECTION 3. Be it further enacted, that ex- 
aminations of persons applying for certificates 
under this act shall be held in Nashville, or 
elsewhere within the state as the board may 
elect, at least twice each year or oftener, at 
the discretion of the board. The subjects in 
which applicants shall be examined are: (1) 
theory of accounts; (2) practical accounting; 
(3) auditing, and (4) commercial law, as af- 
fecting accountancy. 

No person shall be permitted to take such 
examination unless he shall have been prac- 
tising continuously on his own account as a 
public accountant for at least one year; or shall 
have been continuously employed in the office 
of a public accountant as an assistant for at 
least two years; or shall have been continuously 
employed as chief or head book-keeper for at 
least three years; or shall present an academic 
diploma or other equally satisfactory evidence 
in such manner as required by the board, prov- 
ing that he has successfully completed a course 
of studies and instructions in any state or 
county which is the equivalent to the require- 
ments for graduating from the highest grade 
of high schools in this state. 


SECTION 4. (a) Be it further enacted, that 
the board shall waive the examination of any 
person possessing the qualifications stated in 
section 2 of this act who (1) is the holder 
of a C. P. A. certificate issued under the laws 
of another state which extends similar privi- 
leges to certified public accountants of this 
state; provided, the requirements of said certi- 
ficate in the said state are, in the opinion of the 
board, equivalent to the requirements in this 
state; (2) is the holder of a certificate of certi- 
fied public accountant, or chartered accountant, 
or the equivalent thereof, issued under the laws 
of any foreign government; provided, the re- 
quirements for said certificates are, in the opin- 
ion of the board, equivalent to the requirements 
of this state; (3) has, for at least five years 
next preceding the date of his application, been 
practicing as a public accountant, either main- 
taining an office, or serving as an accountant 
upon the staff of a reputable practicing public 
accountant four years of said five years ser- 
vice to have been as a senior account, the 
last twelve months of which practice shall have 
been in this state, and who shall apply in writ- 
ing to the board within three months after 
April 1, 1925. All persons qualifying under 
clauses one, two and three of this section shall 
receive certificates as certified public account- 
ants. Provided that nothing herein contained 
shall be construed as invalidating any certificate 
issued under prior laws in this state. 

For the purposes of this act a senior account- 
ant is defined as one who is regularly placed 
in charge of accounting engagements. 

(b) The board shall issue to all accountants 
of good moral character, who were engaged 
in public practice on January first, 1925, and 
who do not qualify under the provisions of sub- 
division (A) of this section, a certificate of au- 
thority to practice as a public accountant. This 
certificate of authority shall not confer any 
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added title and the holder shall be known 
and styled only as a public accountant. Appli- 
cations must be made for this certificate of 
authority before January first, 1926. 


SECTION 5. Be it further enacted, that the 
board may revoke any certificate issued under 
this act if the holder thereof (1) shall be 
convicted of a felony, or (2) shall be declared 
by any court of competent jurisdiction to have 
committed any fraud, or (3) shall be declared 
by any court or commission to be insane or 
otherwise incompetent, or (4) shall be held by 
the board to be guiltv of any act or default 
discreditable to the profession, or (5) in case 
the certificate shall have been issued to the 
holder thereof on account of his holding a 
C. P. A. or C. A,, certificate from another 
state or country which has, after the issue of 
this certificate from this board in any way 
depreciate the standard or equivalent of its 
privileges or requirements in accordance with 
the provisions of this act provided, that writ- 
ten notice of the cause of such contemplated 
action and the date of the hearing thereon 
by the board shall have been mailed to the 
holder of such certificate at his last known 
address at least thirty days prior to such hear- 
ing. At all such hearings the attorney-general 
of this state, or one of his assistants designated 
by him, may sit with the board as legal coun- 
selor and advisor of the board, and to prepare 
for any legal action that may be determined 
upon by the members of the board. 


SECTION 7. Be it further enacted, that 
the board shall in December of each year 
require every certified public accountant and 
every public accountant who holds a certifi- 
cate of authority, to register with the board 
and pay a license fee of five ($5.00) dollars 
for the privilege of practicing public accounting 
in this state for the calendar year next follow- 
ing. This license shall be issued only to 
certified public accountants and public account- 
ants qualifying under this or prior acts in 
this state. 

If any person, firm or corporation shall, 
after January first 1926, undertake to practice 
public accounting in this state without first 
having registered with the board and received 
a license to practice, or if any person, firm or 
corporation represents himself or itself to the 
public as having received a certificate as pro- 


U. S. BOARD OF 


The president of the United States has 
appointed four additional members to the 
United States board of tax appeals. The 
new members are William R. Green, Iowa; 
Percy W. Phillips, New York; Logan Mor- 
ris, Utah; William D. Love, Texas. 

Charles D. Hamel, formerly chairman 
of the board has resigned and J. Gilmer 
Korner has been appointed in his stead. 


vided for in this act, or falsely holds himself 
out as having qualified and having a certificate 
without actually having said certificate from 
the state board of accountancy, or if, having 
received such a certificate, he shall continue 
to practice accountancy after said certificate 
has been revoked, or if any person shall other- 
wise violate any of the provisions of the act, 
he shall be deemed guilty of a misdemeanor, 
and upon conviction thereof, shall be fined not 
less than one hundred dollars ($100.00) nor 
more than five hundred ($500.00) dollars, or 
imprisonment for not less than one month nor 
more than six months, or both, in the discretion 
of the court. 

For the purposes of this section a person en- 
gages in the practice of public accounting when 
he performs accounting work as distinguished 
from book-keeping on a fee basis, per diem 
or otherwise, for more than one employer. In 
passing upon this question the board will con- 
sider specific acts as well as general business 
conduct. 

Nothing contained herein shall be considered 
as prohibiting accountants of other states from 
entering this state in pursuance of any engage- 
ment originating from without this state, pro- 
vided that such accountant registers with the 
board, giving all facts relevant to such engage- 
ment and limits his practice to the subjects 
covered in the declaration filed. 

SECTION 8. Be it further enacted, that 
certified public accountants and public account- 
ants practicing in this state shall not be re- 
quired to divulge, nor shall they voluntarily 
divulge any information which they may have 
received by reason of the confidential nature of 
their employment. 

The information derived from or as_ the 
result of such professional service shall be 
deemed confidential provided, however, that 
nothing in this paragraph shall be taken or con- 
strued as modifying, changing or affecting the 
criminal or bankruptcy laws of this state or 
of the United States. 


SECTION 9. Be it further enacted, that 
nothing herein contained shall be construed so 
as to prevent any person from being employed 
by a public accountant or by a certified public 
accountant within this state, provided such 
employed person does not sign reports nor 
assume any responsibility for the conduct of 
his employer’s business. 


TAX APPEALS 


The personnel of the board at present, 
as announced on April 7th, is as follows: 

J. Gilmer Korner, chairman. 

Division 1—James S. Y. Ivins, chief; 
John J. Marquette, Logan Morris. 

Division 2—Albert James, chief; 
Benjamin H. Littleton, Charles P. Smith, 
Sumner L. Trussell. 

Division 3—Adolphus E. Graupner, 
chief; W. C. Lansdon, W. R. Green, Jr. 
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Division 4—John M. Sternhagen, chief ; 
Charles M. Trammell, Tracy W. Phillips, 
William D. Love. 


The court of appeals of the District of 
Columbia has rendered a decision in the 
case of H. Ely Goldsmith, certified public 
accountant, New York, appellant, against 
United States board of tax appeals, appel- 
lee. Following is the text of the decision: 


This is an appeal from a judgment in the supreme 
court of the District of Columbia dismissing ap- 
pellant’s petition for a writ of mandamus to com- 
pel the board of tax appeals to enroll him as an 
attorney. 


This case was disposed of on the demurrer of 
the appellee to appellant’s reply to its answer to 
his petition. Since appellant challenges the authority 
of the appellee, hereinafter called the board, “to 
make rules limiting taxpayers in the choice of their 
agents for the transaction of taxpayers’ business” 
before the board, that question will be determined 
first. 


The board was created by section 900 of the act 
of June 2, 1924, (43 Stat. 253, 336). The per- 
manent board is composed of seven members, ap- 
pointed by the president and confirmed by the 
senate. No member of the board “shall be permitted 
to practice before the board or any official of the 
bureau of internal revenue for a period of two 
years after leaving office.” It shall at least bien- 
nially designate a member to act as chairman, and 
shall have a seal “which shall be judicially noticed.” 
It is made the duty of the board and its divisions 
to “hear and determine appeals filed under sections 
274, 279, 308, and 312”, and in any proceeding 
in court under those sections and in any suit or 
proceeding by a taxpayer to recover any amounts 
paid in pursuance of a decision of the board, “the 
findings of the board shall be prima facie evidence 
of the facts therein stated.” Notice and opportunity 
to be heard shall be given the taxpayer. “The pro- 
ceedings of the board and its divisions shall be 
conducted in accordance with such rules of evidence 
and procedure as the board may prescribe.” (Italics 
ours). Authority is conferred upon the board and 
each member of it to administer oaths, examine 
witnesses, and require, by subpoena ordered by the 
board, the attendance and testimony of witnesses, 
etc. 

Consideration of this act as a whole convinces us 
that it was intended by congress to confer upon 
the board quasi judicial powers, and that hearings 
before it were intended to be and are of a quasi 
judicial character. The provision expressly authoriz- 
ing the board to promulgate rules of evidence and 
procedure is general and comprehensive and, con- 
strued in the light of the context, must be held 
to authorize the board to make and enforce rea- 
sonable rules for the admission of persons to ap- 
pear before it as agents or attorneys. The recog- 
nition by congress that agents or attorneys would 
appear before this board, as before other quasi 
judicial tribunals, is apparent from the provision 
prohibiting a retiring member of the board from 
practicing “before the board or any official of the 
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bureau of internal revenue for a period of two 
years after leaving office.” 


In Manning vs. Franch, 149 Mass. 391, the court 
construed the act of June 23, 1874, creating the 
Alabama claims commission and empowering it to 
make rules for regulating the forms and mode of 
procedure before it, as a grant of power to make 
rules for the admission of persons to prosecute 
claims before the commission. The language of 
that statute was no more comprehensive than that 
before us and the reasoning and conclusion of the 
court are opposite here. 


But appellant contends that, even assuming the 
power of the board to prescribe rules governing 
practice before it, its decision in his case was so 
arbitrary and capricious as to require the court 
to set it aside and peremptorily direct his recog- 
nition as an agent and attorney. It is hardly 
necessary to cite authorities to the effect that 
the writ of mandamus cannot be made to perform 
the office of an appeal or writ of error, but see 
Moore vs. U. S. ex rel Lindmark, 33 App., D. C. 
597; Moore vs. Heaney, 34 App., D. C., 31; U. S. 
ex rel McKenzie vs. Fisher, 39 App., D. C., 7; 
U. S. ex rel Hall vs. Lane, 48 App., L. C., 279, and 
Briggs vs. Commissioner of Patents, 48 App., D. C., 
175. 


The real question, therefore, is whether there has 
been an abuse of discretion, or an arbitrary exercise 
of discretion, by the board. The facts developed 
by the pleadings are substantially as follows: Under 
rule 2 of the published rules of the board, a register 
of persons entitled to practice before it is provided 
and the qualifications of applicants for admission 
are stated, the board reserving authority, in its 
discretion, to deny admission, suspend or disbar 
any person. Appellant duly filed his petition, upon 
a blank furnished by the board, seeking enrollment 
as a person entitled to practice before it. His 
petition was referred to a committee and notice 
sent him to this effect and advising that he would 
be further notified if the committee desired his 
presence. To this he does not appear to have re- 
sponded. He was then notified that his appli- 
cation “for authority to practice before the board 
of tax appeals” had been “received, considered and 
denied.” Without requesting a further hearing, ap- 
pellant then filed his petition herein, upon which 
a rule to show cause issued. An answer thereto 
was filed, from which it appears that the unanimous 
decision of the board denying appellant’s application 
was “based upon the judgment and determination 
that the petitioner (appellant) is lacking in in- 
tegrity, is of bad character and reputation, is un- 
trustworthy, and is unworthy of the confidence 
necessarily imposed by any judicial, quasi-judicial, 
or administrative body of the government in prac- 
titioners appearing before it to represent taxpayers 
or clients”; that in reaching this decision the board 
considered the following: That appellant had been 
discharged from a position in the comptroller’s 
office of the state of New York for alleged vio- 
lation of the duties of his position, and that man- 
damus proceedings to compel his reinstatement had 
been decided against him by all the courts of that 
state; that on March 14, 1921, he had filed with 
the secretary of the treasury of the United States 
an application for enrollment as an accountant or 


Bulletin of American Institute of Accountants 


agent to represent others before the treasury de- 
partment; that charges were preferred against him 
by the commissioner of internal revenue; that, 
after an extended hearing before the committee 
on enrollment and disbarment of the department, 
(in which appellant appeared, cross-examined wit- 
nesses and testified), his application was rejected 
upon the ground that he was not a person qualified 
to represent others before the department. A copy 
of the material portions of the record in that 
proceeding was attached to and made a part of the 
return herein. Appellant contented himself with 
excepting “to the consideration of this matter by 
the respondent (board) on the ground that it was 
at best heresay evidence.” 

In view of the fact that appellant participated 
in that hearing and was a witness there, we are 
of the opinion that board properly considered that 
record, along with other evidence, in reaching its 


conclusion. It is significant that appellant does 
not challenge any of the testimony in that pro- 
ceeding. We shall not attempt to analyze the 
evidence further, since it was of such a character 
as, in our view, fully to justify the conclusion 
reached by the board. As we said in Phillips vs. 
Ballinger, 37 Appl., L. C., 46, 50, the right to 
appear before one of the departments of the gov- 
ernment is not an inherent right, “but a privilege 
granted by law and subject to such limitations and 
conditions as are necessary for the protection of both 
the department and the public.” 

Since it was no abuse of discretion by the board, 
it results that the judgment must be affirmed, with 
costs. 


Affirmed 


(Signed) CHAS. H. ROBB, 
Associate Justice. 


COURT DECISIONS AFFECTING ACCOUNTANCY 


Federal 


In a decision handed down by the federal 
circuit court of appeals for the eighth cir- 
cuit, December 5, 1924, in the case of Hori- 
gan Realty Company vs. Cook, which was 
argued before Judges Stone, Kenyon and 
Kennedy, it was held that in order to claim 
funds in the hands of a trustee, it is not 
enough to show that funds went into the 
bankrupt business, but they must be traced 
directly into money or property coming 
into trustee’s hands. Evidence that funds 
of one corporation were used in the business 
of another corporation having the same 
officers was held insufficient, on the bank- 
ruptcy of the latter, to charge funds in the 
trustee’s hands with a trust for the benefit 
of the other company. 

In a decision handed down in the United 
States district court for the eastern district 
of New York in March, 1924, in the case 
of Potter vs. Walker, Judge Campbell holds 
that Gen. St. Conn., 1918, sec. 4749, pro- 
viding that the sale of all or a large part 
of the stock in trade of a retail business 
shall be void as against creditors unless 
notice of the intended sale shall previously 
be filed and recorded in the office of the 
town clerk, is not applicable to a sale made 
by a retail dealer, not from the stock in 
his store, but of other merchandise bought 
in large quantities as a wholesale dealer. 
In the same case it was held that the sale 
of new merchandise, purchased and owned 
by a bankrupt corporation which was 
largely indebted by its president at a place 
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other than its place of business and not in 
the usual course of business for from 60 
to 65% of its wholesale value is fraudulent 
and voidable by the trustee in bankruptcy 
of the corporation under bankruptcy act, 
sec. 67e (Comp. St. sec. 9651). In the 
same-case it was held that in a suit by the 
trustee of a corporation under bankruptcy 
act, sec. Ze (Comp. St. sec. 9651), to re- 
cover the value of property sold in fraud 
of creditors to a purchaser chargeable with 
notice of the fraud, where the sale was made 
by the president of the corporation indi- 
vidually, and there was no evidence that 
bankrupt received the proceeds, the pur- 
chaser cannot claim credit for the amount 
paid, but is liable for the full value. 

In a decision handed down by the fed- 
eral circuit court of appeals, first circuit, 
December 22, 1924, in the case of Ragan 
vs. Forbes, which was argued before Judges 
Bingham, Johnson and Anderson, it was 
held that an objection to the sale of bank- 
rupt’s assets by a secured creditor on the 
ground of a lien by collateral, without mak- 
ing claim against the estate, was not proof 
of claim required to be filed within a year 
of adjudication, and there was, therefore, 
nothing which could be amended by substi- 
tuting therefor formal claim for leave to 
participate as a general creditor for the ex- 
cess of the claim over the value of the se- 
curities. 


Oklahoma 


The supreme court of Oklahoma on 
March 17th denied an application for a 
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rehearing and thereby affirmed the opinion 
theretofore rendered holding the Oklahoma 
C. P. A. act unconstitutional in so far as 
it attempts to restrict the public practice 
of accountancy to the holders of C. P. A. 
certificates. The case in which this de- 
cision was rendered was State vs. Riedell. 


Pennsylvania 


In a decision by t'.c United States dis- 
trict court for the castern district of Penn- 
sylvania, October 20, 1924, in the case of 
the United States vs. Yusen, the court held 
that in a prosecution for using the mails to 


Institute of Accountants 


defraud by sending out to dealers false 
statements of the financial condition of a 
partnership in which defendant was the 
active member for the purpose of obtaining 
goods on credit, evidence that the firm was 
adjudged bankrupt within two or three 
months after the making of such statements 
showing a large surplus of assets is admis- 
sible on the issue of fraudulent intent. In 
the same case it was held that the acquittal 
of one of two partners charged with using 
the mails to defraud did not require the ac- 
quittal of the other as under a charge of 
conspiracy. 


SPEECH REVIEWS 


The following summaries of addresses 
delivered and articles written by account- 
ants are prepared from copies supphed to 
the Institute. Readers of the Bulletin who 
have recently spoken before groups of busi- 
ness men or other organizations or have 
written articles for publication are invited 
to supply copies of their speeches and writ- 
ings so that summaries of them may be 
given in this publication. 


ALBERT T. BACON—“CORPORATE 
REORGANIZATIONS AS AFFECTED 
BY THE 1924 REVENUE ACT.” 


A paper presented at the fifth annual 
tax congress conducted by the Illinois Man- 
ufacturers’ Costs Association, Chicago, Feb- 
ruary 26, 1925. 


Mr. Bacon pointed out that before the days of 
the federal income-tax laws the chief factors which 
it seemed necessary to consider upon the organiza- 
tion or reorganization of a corporation had to do 
with business expediency and compliance with the 
corporation laws. Since the advent of the federal 
income tax, however, it has become important to 
consider the effect that various methods of reor- 
ganization may have in respect to income taxes 
to be paid in the future, as well as the possibility 
of an income-tax liability resulting from the reor- 
ganization itself, a tax which might be imposed 
either upon the corporation or upon its individual 
stockholders. Failure to observe these factors has 
cost some corporations dearly. The speaker pointed 
out as some of the most important changes under 
the 1924 act those which have to do with the 
writing up or appreciating of fixed assets to accord 
with appraisal values when reorganizing a com- 
pany and the basing of depreciation deductions in 
the years that follow upon those appreciated 
values. Under the 1921 act it was possible for a 
company to reorganize, set up fair appraisal values 
of all its fixed assets, distribute additional stock 
equal to the increased values due to this apprecia- 
tion, and depreciate these fixed assets on the basis 
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of the appraised values. Through reorganizations 
of this character it was possible to defer an other- 
wise taxable gain resulting from the transfer of 
properties, and many concerns lost no time in tak- 
ing advantage of this apparent loophole in the law. 
The treasury department met the situation in the 
1924 revenue act in section 204-a, subdivisions 7 
and 8, which were described by Mr. Bacon as more 
involved, and more difficult of interpretation than 
any other paragraphs of this or any previous rev- 
enue act. No rulings have been issued by the 
treasury department on the subject and taxpayers 
are left very much to their own resources in trying 
to determine the intention of congress. The speaker 
expressed the belief that as a general rule in the 
case of a reorganization when property is acquired 
by a corporation, or a taxpayer transfers assets to 
a corporation in such a manner that no taxable 
gain or deductible loss is recognized, the basis, both 
for purposes for determining profit or loss on 
future sales of the subject property and as a basis 
for computing depreciation on the property in 
the hands of the new corporation, should be the 
same as it would have been to the transferor or 
previous owner. This applies to all property ac- 
quired after December 31, 1917, in the case of an 
already existing corporation which transfers its 
assets to another corporation, and to all property 
acquired after December 31, 1920, in the case of an 
individual or partnership transferring its assets to 
a corporation. It is still to be determined whether 
the government will attempt to apply the law 
retroactively in respect to depreciation deductions 
claimed by corporations during the years prior to 
1924. 


EDWARD E. GORE—“‘WHAT TO EXPECT IN 
BUSINESS” 


Address delivered February 18, 1925 be- 
fore the Midland Confectioners Associa- 
tion. 


Mr. Gore stated that in his opinion there 
is every reason to expect a period of good 
business. He referred to the purchasing power 
of the farmer as a factor which must not be 
ignored. He pointed out that unless the far- 


Bulletin of American Institute of Accountants 


mer is able to buy, the country will not have 
good times. He stated that the farmers are 
going back into a buying frame of mind. He 
said that this nation as an exporting country 
is to a large degree still in its infancy. The 
speaker raised the question as to whether each 
manufacturer is so operating his business as 
to make a profit possible. The business most 
likely to succeed, he said, is the one that 
knows all about its own operations, the cost 
of production, the expenses of selling and ad- 
ministration and other charges. He stated 
that one of the most useful things that an 
association of this kind can do is to have its 
members get on the same basis of calculation. 
There should be adopted, he said, a division 
of charges, titles for accounts with a complete 
understanding of what is to go into these ac- 
counts, and then a comparison of the products 
of the various members, so that the association 
can learn what is normal in the industry. Such 
information leads to a change from a losing 
or an unsatisfactory business into a profitable 
one. The speaker referred to varying discounts 
as a factor which very frequently will dis- 
organize an industry. The giving of special 
discounts frequently leads to losing transac- 
tions. Over-indulgence in freight prepayment 
is another practice which the speaker described 
as very easy to get into and very difficult to 
escape. He made the statement that there is 
no reason in this country why the buyer of 
goods should not pay the freight. The theory 
is that the consumer is going to have to pay the 
freight eventually and might just as well start 
when the goods are shipped from the manu- 
facturer. The adoption of statements of budg- 
etary control and of closer comparisons of 
management were advocated as other means 
of making sure of good times for specific busi- 
nesses and business as a whole. 


JOHN A. STOLP—“PRACTICE BEFORE THE 
UNITED STATES BOARD OF TAX APPEALS” 

Address delivered before the Fifth An- 
nual Tax Congress of the Illinois Manufac- 
turers’ Costs Association, Chicago, Illinois, 
February 26, 1925. 

Mr. Stolp referred to the provisions of the 
federal tax law which gave the collector of 
internal revenue the right to determine the 
tax and the power to collect it. He said that 
figuratively speaking the government practical- 
ly dares the taxpayer to try to recover a tax 
through a prolonged court action. He stated 
that many taxpayers who have been assessed 
additional taxes have the feeling that the in- 
ternal revenue department is plaintiff, judge, 


jury and lord high executioner combined. 
American ideas of justice prevent such an 
intolerable situation from continuing. Dissatis- 


faction forced congress to give relief by cre- 
ating the board of tax appeals charged with 
the duty of giving the taxpayer an open and 
neutral consideration of his liability for a tax 
deficiency before he was required to pay such 
deficiency. Congress sought to mitigate the 


harsh rule of payment first and litigation after- 
ward. Mr. Stolp described the organization of 
the board. He pointed out that the board 
has no jurisdiction of an appeal based upon 
the denial by the commissioner of a claim for 
refund of taxes paid prior to the passage of 
the revenue act of 1924. The board likewise 
has no jurisdiction of an appeal based upon 
the denial by the commissioner of a claim for 
credit of taxes paid prior to the passage of 
the revenue act of 1924, when there has been 
no determination that any assessment should 
be made. Mr. Stolp pointed out to business 
men that every communication received from 
the internal revenue department should have 
pasted on its reverse side the envelope which 
carried the communication so as to show the 
date of mailing. It is from this date that the 
sixty-day period is figured during which an 
appeal may be filed. Mr. Stolp stated that 
more than 6,000 appeals had been docketed up 
to January 27, 1925, and that 130 published 
decisions had been made up to that time. 
In these 130 decisions the commissioner was 
sustained in 58 appeals the taxpayer was sus- 
tained in 30; the commissioner was sustained 
in part and the taxpayer sustained in part 
in 23, and there were 19 appeals that were 
dismissed for lack of jurisdiction, or other 
cause. Mr. Stolp pointed out that, eliminating 
the 19 cases that were dismissed, there were 
decisions on 111 appeals of which the commis- 
sioner won 52%, the taxpayer won 27%, and 
both the commisioner and the taxpayer won 
in part 21%. 


URBAN F. VON ROSEN—“BUSINESS 
METHODS FOR CLUB WOMEN” 


Address delivered before the Lakewood 
Council of Parent-Teacher Associations, 
February 17, 1925. 


The speaker stated that accurate and com- 
plete records are an essential part of sound 
business methods. Knowledge of what has 
been done has always been a starting point 
and a guide for future achievement. The prin- 
ciples of successful business, the speaker sta- 
ted, are first to plan one’s course before acting, 
then to carry the plans into effect as nearly 
as that may be possible, and finally to record 
the actual results completely and_ truthfully. 
He discussed the advantages of loose-leaf, card 
or solid-bound records. He gave it as his opin- 
ion that each member of an organization or 
of several organizations should keep at least 
two records in order to render the good ser- 
vice that is desired. The speaker urged his 
hearers to keep an appointment book and a 
note-book. This would enable the workers to 
plan their time, which is, he stated, as im- 
portant as the planning of one’s finances. 
Speaking of the records that officers of a typi- 
cal parent-teachers’ association keep, Mr. von 
Rosen gave it as his belief that each associa- 
tion should maintain six records—a minute 
book, a membership record, a cashbook, a 


cheque book, a receipt book, and a file for 
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vouchers. He discussed the reasons for the 
uses of each of these records. He advanced 
a point which he stated was fundamental, 
namely, that anyone who is entrusted with any 
money, no matter how small a sum, should 
consider it a personal responsibility, not only 
to handle that money wisely and honestly, but 
to keep records in such a way that they will 
prove absolutely to anyone who may care to 
examine them that such is the case. He ad- 
vocated depositing in the bank all money re- 
ceived and making all payments possible by 
cheque. 


WILLIAM B. CASTENHOLZ—“WHY A BANK’S 
DIRECTORS ARE ITS REAL 
ADMINISTRATORS” 


Article in The Bankers Monthly, Decem- 
ber, 1924. 


Mr. Castenholz directs attention to the fact 
that the courts are quite generally holding 
that the banker's” responsibility virtually 
amounts to a trusteeship which in a measure 
explains the double load imposed upon national 
and some state bank stockholders. He calls 
attention to the fact that the real administra- 
tion of a bank’s affairs is in the hands of the 
directors and not the officers as such even 
though the officers are generallv directors also. 
Besides meeting all the requirements of law, 
the directors must preserve intact the deposits 
and use these funds safely and profitably. Prop- 
er organization and good management are re- 
quired to do these things effectively. Mr. 
Castenholz devotes some space to the question 
of internal organization which employs the 
proper distribution of functions and the fixing 
of responsibilities and the installation of safe- 
guards against internal fraud. The safeguards 
as he describes them are largely of an ac- 
counting character. It is good accounting pro- 
cedure for instance, he points out, to have 
account-keeping entirely separate from those 
who are the custodians of cash. This makes 
it quite essential that those employees who 
handle cash have no access to the regular books 
of account. In addition, some banks in order 
to prevent collusion between the men in the 
cages and the bookkeepers, shift the book- 
keepers from one set of customers’ accounts to 
another quite frequently. The writer discus- 
ses also the directors’ responsibilities in grant- 
ing loans. He points out that the soundness 
of a banking institution is dependent upon the 
soundness of its loans. Directors are clearly 
defining policies with regard to making loans 
and should limit the officers who pass upon 
loans by requiring that those in excess of 
certain amounts be always submitted to the di- 
rectors before the grants are made. In many 
banks, different officers are charged with the 
duty of looking after the accounts and loans 
of a particular business grous thus becoming 
familiar with the routines of these different 
lines of business. The requirement of financial 
statements vouched for by certified public ac- 


countants at least once a year from borrowers 
was advocated. Mr. Castenholz goes into de- 
tail as to the information which he believes 
should be included in such statements. He 
advocates a complete accountant’s report which 
may discuss operating ratios and show informa- 
tion about the receivables which will indicate 
whether they are in accord with sales terms 
and annual or seasonal sales. Directors of 
banks may feel an unusual degree of safety 
when complete information is available con- 
cerning the affairs of their borrowers. 

In the January number of the same publica- 
tion Mr. Castenholz presents an organization 
chart suggesting the definite responsibilities of 
the directors for different departments in the 
bank. It outlines the type of organization that 
will be effective for a bank of considerable size 
and states the principal functions in banking 
so with these factors in mind a chart to meet 
individual considerations can be prepared with- 
out difficulty. Under this chart various direct- 
tors are placed in charge of loans, personnel, 
outside relations, accounting, publicity in new 
business, and together form the executive com- 
mittee. 


WILLIAM DOLGE—‘WHY ACCOUNTANCY 
IS A PROFESSION” 
Article in the Coast Banker, December, 
1924. 


In differentiating between a profession and a 
business Mr. Dolge in this article makes the state- 
ment that business implies standard methods, rout- 
ine, quantity production, grades of material, grades 
of product, impersonality. He then points out that 
an accountant does not keep several grades of ac- 
counting service on tap and that quantity produc- 
tion and methods of standardization are not appli- 
cable to his work. No two engagements are alike, 
and ready-made systems are notorious for their 
failure. Therefore accounting service is personal, 
not impersonal, and consequently accounting is a 
profession. Emphasizing the personal note of the 
service rendered by accountants, Mr. Dolge points 
out that the client confides in the accountant his 
greatest personal secret—his income, his pocket book, 
his financial condition. The client comes for help 
because he cannot help himself. He goes to the 
accountant as he goes to his doctor. Credulous 
and ignorant people go to quack doctors; credulous 
and ignorant business men, sharp traders think all 
accountants are alike and seek and get competitive 
bids. But inevitably high moral and ethical stand- 
ards must and do prevail. The accountant who 
makes accountancy a business usually has a short 
life. The foundation of an accountancy practice is 
the confidence the client has in the accountant. 
That confidence is based on the accountant’s charac- 
ter, his integrity, his honor, his sense of moral 
values. Mr. Dolge writes that it has been his good 
fortune to witness the development of the ac- 
countancy profession in California and to see the 
struggle between the profession of accountancy and 
the business of accountancy from its very inception. 
He unhesitatingly asserts that the profession of 
accountancy has won. 
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HENRY B. FERNALD—“PRACTICAL _ EF- 
FECTS OF VARYING INCOME-TAX 
RATES ON INCOMES OF INDIVIDUALS, 
TRUSTS, CORPORATIONS” 


Article in February, 1925 issue of The 
Mining Congress Journal. 


In this article, Mr. Fernald by a compari- 
son of differences in taxation of indivduals, 
trusts and corporations under federal tax laws 
illustrates how tax liability may be effected 
by the nature of the taxable unit receiving the 
income. The three units for taxation recog- 
nized by the present federal income tax law 
as well as by prior laws are the individual, 
the trust and the corporation. The partner- 
ship is not recognized as a taxable unit but 
all income of a partnership is taxable to its 
members as if each received individually his 
proportionate share of the partnership income 
for the fiscal year of the partnership which 
coincide with or terminates within the taxable 
year of the individual. The differences in tax- 
ation of an individual, a trust and a corporation 
are not so much in the nature of the income 
which is taxable to each as they are in the 
rates of taxation which are applicable to the 
same income, dependent upon whether it is 
to be considered as taxable to an individual, 
a trust or a corporation and the time when 
it becomes so taxable. Mr. Fernald points out 
that the lowest tax rate would be paid if in- 
come were received by the corporation and 
not distributed by it because then only the 
124% corporation tax would be payable. The 
law recognizes that its high surtax rates fur- 
nish a great temptation to do this so it im- 
posed the 50% penalty tax to section 220 if 
a corporation “is formed or availed of for the 
purpose of preventing the imposition of the 
surtax upon its shareholders through the medi- 
um of permitting its gains and profits to ac- 
cumulate instead of being divided or distri- 
buted.” Mr. Fernald remarks that it will be 
dificult to say how far the department will 
go in imposing this tax or the extent to which 
it will be sustained. In cases of new or grow- 
ing businesses it is not uncommon to find 
that a substantial part of the profits earned are 
not available for immediate withdrawal. If such 
a business is conducted by an individual he 
must pay his full surtax based on the entire 
income earned during the year. The corpora- 
tion would similarly pay its corporation tax of 
124%% on the entire income but the stockholder 
would pay only his surtax when and as the 
income became distributable. He cites recent 
cases where several years’ profits were suffi- 
cient only to make good prior losses. If busi- 
mess was conducted by an individual or part- 
nership full surtaxes had to be paid on each 
year’s profits even though the profits were all 
absorbed by prior losses. The corporation, 
however, was not required to pay any divi- 
dends until it made up any impairment in 
surplus. This condition is now somewhat miti- 
gated by section 206 which permits a net loss 
of one year to be deducted from income of a 
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succeeding year, but this provision often will 
fail to give the individual as great relief as 
it gives to the corporation. Mr. Fernald points 
out that there can be no thought that everyone 
can so arrange his affairs that he will always 
be able to take advantage of the minimum rate 
applicable to every transaction. He may, how- 
ever, with all propriety give some attention 
to seeing that he does not so conduct his affairs 
as to subject himself to the payment of an 
unnnecessarily high tax. 


WILLIAM J. ROBINSON—“COMMERCIAL 
ARBITRATION” 
Article printed in the Commercial Digest, 
Los Angeles, January, 1925. 


The author calls attention to the advantages 
of the use of commercial arbitration in the 
settlement of business disputes as contrasted 
with a resort to the courts, laying emphasis 
on the economy of arbitration and on the rap- 
idity with which cases are settled. The free- 
ing of frozen assets is also pointed to as one 
of the benefits resulting from the arbitration 
of such disputes. Mr. Robinson reviews the 
provisions of the existing California law pro- 
viding for arbitration and mentions a number 
of organizations, including the American Insti- 
tute of Accountants, which have endorsed com- 
mercial arbitration. 


FRANK P. STRATFORD—“THE AUDITOR’S 
RESPONSIBILITY” 

Editorial in the Accounting and Business 

Quarterly, February, 1925, published by 

the Virginia Society of Public Accountants. 


Mr. Stratford describes a discussion which 
he had with the manager of a business re- 
garding the auditor’s responsibility to his cli- 
ents. This manager was not financially inter- 
ested in the business and was more concerned 
that the year’s operation should show as 
favorably as possible than he was with the 
question of income tax. When informed that 
the auditor must be permitted to charge off 
a sum representing a reasonable depreciation 
from wear and tear of the physical assets, this 
manager stated that he believed that the au- 
ditor’s business was to check the arithmetical 
accuracy of the books and to report specifi- 
cally thereon and that if the management did 
not see fit to charge off depreciation it was 
no affair of the auditor—he was not called upon 
to offer any criticism. Commenting on this 
incident. Mr. Stratford states that it reveals a 
somewhat extreme attitude, but it indicates that 
too many business executives are found who 
fail to understand the true nature of the work 
of the public accountant. The man in the 
illustration cited adopted the attitude that the 
auditor was employed by him and was there- 
fore working for him and was not justified 
in declining to render a report contrary to his 
wishes so long as it agreed with the books. 
Mr. Stratford pointed out that nothing could 
have been further from the facts and that the 
true clients of the auditor were the owners of 
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the business, all of whom were on the out- 
side ,and the banks which lent the money. It 
was for their information and benefit, the writer 
pointed out, that the audit was made and for 
the auditor to fail to correct the accounts, or 
if this were not permitted, to fail to state 
wherein they were incorrect, would be defeat- 
ing the other objects of his employment and 
would render him unworthy of beine trusted. 
Those most interested who depend upon the 
auditor and the accuracy of his reports are 
the owners who are not actively engaged in 
the business, the bankers and quite often the 
general public. 


JOSEPH H. VAN DORN—‘INHERITANCE 
TAXES—HOW MUCH DO YOU KNOW 
ABOUT THEM?” 


Article printed in Commerce and Indus- 
try, Philadelphia, January, 1925. 


Mr. Van Dorn refers to the multiplicity of inheri- 
tance tax laws which hamper every effort to settle 
decedents’ estates. Under the authority of these 
laws, he says, property is being subjected to a series 
of tax levies which are materially reducing the 
wealth of the community. In addition to the 
federal estate tax with its increased percentage rates 
and the new gift tax, there are 46 states enforcing 
inheritance tax laws. Competent authorities believe 
the entire programme is economically unsound and 
that little excuse and no justification exists for the 
present inheritance tax statutes, which make it 
appear that constructive legislation has given way 


to a destructive policy of confiscation at death. Mr. 
Van Dorn quoted a statement by the secretary of 
the treasury, Andrew W. Mellon, to the effect that 
taxes at such rates which seize upon and take away 
so much of the capital of the country are funda- 
mentally wrong. Mr. Mellon asserted in this state- 
ment that the nation, just as the individual, should 
not use up this capital in payment of its ordinary 
expenses. The loss of this capital must be made 
good out of the thrift and savings of the people of 
the country. Mr. Van Dorn points out that there 
is nothing new about inheritance taxes, but that it 
has remained for the United States in the past ten 
years to bring them to a point of complication never 
before equalled. Because of the overlapping juris- 
diction of many state and federal inheritance tax 
laws it is a matter of grave concern to the tax- 
payer to know to how many of these tax levies his 
estate will be subject at his death. The laws 
are all different and are being constantly changed, 
either from legislative action or judicial decision. 
Their effect is destructive of capital. The author 
says that a will may be valid in one state and 
invalid in another, and that it should be executed 
with due regard for jurisdiction wherein it is ex- 
pected to operate. He cites a number of cases 
illustrating the difficulties of disposing of real estate 
and stocks and bonds without subjecting them to 
the unjust and excessive taxation laws of the states 
in which various kinds of taxes are imposed. He 
advocates obtaining the most expert advice in arrang- 
ing for the disposal of estates to prevent their 
depletion by inheritance and state taxes and the 
destruction of the whole purpose of the decedent. 


HERE AND THERE 


Baird, Kurtz & Dobson announce the 
removal of their offices to 215-17 Joplin 
National Bank building, Joplin, Missouri. 


F. Gordon Blackstone announces the re- 
moval of his New York office to 25 Broad- 
way. 


Alex J. Boka and Co. announce the re- 
moval of their offices to suite 455 Planters 
building, St. Louis, Missouri. 


Albert J. Derbes, Louis H. Pilié and 
Loraine J. Lampton announce the forma- 
tion of a partnership, practising under the 
firm name of Derbes, Pilié & Lampton, with 
offices at 332-333 Whitney Central building, 
New Orleans, Louisiana. 


George R. Dobie & Co. announce the 
removal of their Greensboro, North Caro- 


lina, office to 921 Jefferson Standard build- 
ing. 


Robert Douglas & Co., 49 Federal street, 
Boston, Massachusetts, announce that Har- 
old B. Cleworth has been admitted as a 
partner in the firm. 


Ellis, Pinkerton & Co., with offices at 30 
North La Salle street, Chicago, Illinois, and 
490 Broadway, Milwaukee, Wisconsin, an- 
nounce that James W. Love has been ad- 
mitted to partnership in the firm. 


John J. Finton announces the opening of 
an office at 426 Main street, Springfield, 
Massachusetts. 


Roy C. Fischer & Co. and W. G. Krieg- 
shauser announce the consolidation of their 
practices under the name of Fischer & 
Kriegshauser, with offices in the Boatmen’s 
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Bank building, suite 1223-24, St. Louis, 
Missouri. 


Edward E. Gore, member of the Insti- 
tute in Chicago, addressed the annual coal 
trade banquet of the Chicago Coal Mer- 
chants’ Association at the Hotel La Salle 
on March 9th. Mr. Gore also delivered 
a speech at the dinner meeting of the Grand 
Rapids Credit Men’s Association on March 
26th. The subject of his speech was “In- 
teresting experiences of an accountant.” 


Harold Dudley Greeley, of New York, a 
member of the Institute, addressed the 
semi-monthly meeting of the New York 
Society of Public Accountants March 10th 
on the relation of the federal tax to the 
modern inheritance taxation. 


Eugene S. Howard and Phil J. Bohné 
announce the formation of a partnership, 
practising under the firm name of Howard, 
Bohné & Co., with offices at 1615-1616 
Inter-Southern building, Louisville, Ken- 
tucky. 


Orrin R. Judd, a member of the Insti- 
tute, has been appointed vice-president of 
the Irving Bank-Columbia Trust Com- 
pany, New York. 


Lovejoy & O’Donoghue, 25 Broad street, 
New York, announce that Charles A. Rey- 
del and Henry I. Hamm have been ad- 
mitted to partnership. 


The pamphlet Approved Methods for 
the Preparation of Balance-sheet State- 
ments, written by the American Institute 
of Accountants at the request of the federal 
trade commission and subsequently pub- 
lished by the federal reserve board, has been 
translated into Spanish by Rafael Man- 
cera, an accountant in the City of Mexico. 
Mr. Mancera is secretary of the Instituto 
de Contadores Publicos Mexicanos. 


The Atlantic Monthly for April contains 
an article by George O. May, member of 
the Institute, entitled “The tax maze.” 
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A. W. Morris, has been admitted to part- 
nership in the J. I. Kinman organization, 
1209-1215 National Bank building, Spo- 
kane, Washington. 


Alonzo Richardson & Co., Atlanta Trust 
Company building, Atlanta, Georgia, an- 
nounce a change in the firm name to Rich- 
ardson, Jackson & Davis. The firm will 
be composed of Edward Richardson, Wil- 
liam C. Jackson and Lewis L. Davis. 


Emanuel Rothman announces the removal 
of his offices to 618-619 Lincoln building, 
742 South Hill street, Los Angeles, Cali- 
fornia. 


Schoolar, Bird & Company announce the 
removal of their offices to Suite 510-12 San- 
ta Fe building, Dallas, Texas. 


Seiffert, Balch, Funk Co. announce the 
opening of their offices in the West End 
Trust building, Broad street and South 
Penn square, Philadelphia, Pennsylvania. 


Charles E. Wermuth, an Institute mem- 
ber in New Orleans has written a book en- 
titled Railroad Accounts and Statistics. 


Whittlesey & Millar announce the disso 
lution of their partnership. W. S. Whit 
tlesey will continue to practice under hi 
own name at 101 Park avenue, New York. 
Edward B. Millar has become associated 
with Barrow, Wade, Guthrie & Co., 120 
Broadway, New York. 


KOK OK OK OK 


The following information is derived 
from reports sent by members and asso- 
ciates on blanks distributed by the bureau 
of public affairs: 

William G. Adkins of Chicago, a mem- 
ber of the Institute, presided at the annual 
meeting of the Illinois Society of the Sons 
of the American Revolution, on December 
3, 1924. On December 6th, he acted as 
toastmaster at the annual dinner of the 
Society of Colonial Wars in the State of 
Illinois, at which meeting he was elected 
lieutenant governor of the society. 
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Wilford A. Beesley, a Salt Lake City 
member of the Institute, served on a com- 
mittee of the Utah Taxpayers Association 
in preparing a budget law for counties, 
school districts and cities, which was passed 
by the legislature at the last session. 


Harold E. Bell, of Youngstown, Ohio, 
prepared an article on the crime tendency 
which appeared in the News-Telegraph of 
Sharon, Pennsylvania, March 17th. 


P. L. Billings, of Des Moines, Iowa, a 
member of the Institute, spoke on cost ac- 
counting before the economics and account- 
ancy class of State College, of Ames, Iowa, 
at a dinner on February 22nd. He also 
arranged for the class to visit a hosiery 
mill and review its cost system. Mr. Bill- 
ings has been elected a member of the 
directors of the Travelers’ Aid Society, 
which is a branch of the Des Moines cham- 
ber of commerce. 


Andrew H. Blass, a Pittsburgh member 
of the Institute, addressed the Retail Cred- 
it Men’s Association of Pittsburgh March 
2nd, on credit analysis of financial state- 
ments. 


Reynold E. Blight, now of Los Angeles, 
delivered an address on the value of popu- 
lar education in a democracy before the 
Scottish Rite of Norfolk, Virginia, March 
12th. On March 30th, he spoke on the 
national defense before the Military Ser- 
vice Legion in Washington, D. C. 


R. M. Crane, a member of the Institute, 
talked on retail furniture store accounting 
before the Rocky Mountain Furniture Deal- 
ers’ Association at Denver on March 30th. 
Mr. Crane has also been active as vice- 
president and director of the Denver cham- 
ber of commerce, and as a member of the 
industrial development committee of the 
chamber. He served on the legislation com- 
mittee of the Colorado Society of Certified 
Public Accountants. 


C. Lawrence Evans, an associate of the 
Institute, addressed the Master Plumbers’ 


Association in Providence, March 19th, on 
the uniform accounting system for plum- 


bers as suggested by the National Trade 
Extension Bureau. 


Lewi Gluick, an associate of the Insti- 
tute, is the author of an article on expert 
accounting, which appeared in the October, 
1924, issue of the Sample Case. He spoke 
on the same subject to a class in account- 
ing at Yale University about the same date. 


Edward E. Gore of Chicago addressed the 
Midland Confectioners’ Association, at their 
annual meeting February 18, on “What to 
expect in business.” 


K. Werner Heye, an associate of the 
Institute, of Rochester, N. Y., is a member 
of the committee on industrial development 
and the committee on arbitration of the 
Rochester chamber of commerce. 


George R. Hill of Michigan City, Indi- 
ana, delivered a number of addresses on 
the new income-tax law before various Ro- 
tary clubs in Indiana and Michigan, the 
chamber of commerce of Laporte, Indiana, 
and the Manufacturers’ Club of Michigan 
City, Indiana, during December, January, 
February and March. 


Frederic W. Kilduff, an associate of the 
Institute in San Francisco has published 
a book of 446 pages on inventory practice 
and material control. 


Caddie H. Kinard, an Institute member, 
prepared the statement of income and ex- 
penditures and the statement of receipts 
and disbursements of the El Dorado cham- 
ber of commerce early in January. 


Joseph J. Klein, of New York, a member 
of the Institute, acted as arbitrator in a 
dispute between a young C. P. A. and his 
client respecting a question of fee. He 
awarded to the accountant the full fee 
claimed by him and the client expressed 
himself as completely satisfied with the de- 
cision. The fee was promptly paid. The 
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arbitrator refused compensation for his ser- 
vices but both litigants sent donations to a 
hospital on whose board of directors the 
arbitrator serves. 


John J. Lang of St. Louis, an associate 
of the Institute, delivered an address on 
normal vs. actual overhead before the south- 
ern division of the Illinois Manufacturers’ 
Cost Association on March 20th. 


Arthur M. Loomis, an Institute member 
of Los Angeles delivered an address on 
profits, gross and net, before the Kiwanis 
Club of Glendale, California on March 20th. 
On March 6th, he conducted the Los An- 
geles Club meeting on the subject of busi- 
ness ethics as chairman of the fundamentals 
committee. 


J. E. Masters, of Boston, Mass., a mem- 
ber of the council of the Institute, as a 
member of the council for commercial ar- 
bitration attended hearings before a com- 
mittee of the legislature, advocating passage 
of the arbitration bill. 


J. O. McKinsey, an Institute member, 
of the university of Chicago, delivered an 
address before the student body of the 
Harrison technical high school of Chicago, 
March 23, on accounting as a vocation. The 
following day Mr. McKinsey spoke on the 
educational programme of the university of 
Chicago before the alumnae of the univer- 
sity, in Dayton, Ohio. 


N. L. McLaren, an Institute member of 
San Francisco, on February 21st addressed 
the California Bankers’ Association tax 
conference on “High lights on the prepara- 
tion of bank income-tax returns.” He is 
the author of a special booklet prepared for 
the California Bankers’ Association, ‘‘Fed- 
eral Income-tax Guide for Individuals.” 


Harry B. Mills, an associate of the In- 
stitute, arranged for the publication of an 
article on arbitration prepared by the 
American Institute in the February issue 
of the Coast Banker. Mr. Mills is an 
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instructor and lecturer in accountancy at 
the Los Angeles Y. M. C. A. 


Harry L. Oppenheimer of St. Louis ad- 
dressed the Illinois Manufacturers’ Asso- 
ciation, cost section, in St. Louis on Feb- 
ruary 20, on some practical tax problems 
for the manufacturer and the business man. 


Bertram F. Reeves, a member of the 
Institute, is chairman of the postal facilities 
committee of the Salt Lake City chamber 
of commerce which has been successful in 
gaining the adoption by the United States 
government of a new route for mail to 
sections of Nevada and California thus re- 
sulting in the saving of time in transit. 


William J. Robinson, an Institute mem- 
ber of Los Angeles, California, has been 
appointed auditor of the commercial board 
of Los Angeles, an organization of business 
and professional men. 


Ernest A. Roden, of Cincinnati, Ohio, an 
Institute member, has been appointed a 
member of the committee on arbitration of 
the Cincinnati chamber of commerce. 


Walter A. Staub, an Institute member of 
New York, spoke on February 24th to the 
executives and plant managers of the Phil- 
adelphia plant of the General Electric Co. 
on business and finance. Mr. Staub is a 
member of the board of education of Mil- 
burn township, New Jersey. 


John A. Stolp, an Institute member in 
Chicago, spoke before the fifth annual tax 
conference of the Illinois Manufacturers’ 
Costs Association in Chicago on February 
26, 1925, on practice before the United 
States board of tax appeals. 


Theodore I. Schneider, of New York, a 
member of the Institute, addressed the Mer- 
chants Ladies Garment Association, Jan- 
uary 19th at Hotel McAlpin on “Budgetary 
control.” 


